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REGIONAL REAL ESTATE BAROMETERS 


LL of us realize that our country faces a stern military andeconomic crisis. 
While the history of our past 18 years has been one recurring crisis after 
another, this one tops them all, at least for the moment. We have said be- 
fore that we are more concerned over the economic aspects of this crisis than over 
the military. So far our country has never lost a war, and it will not lose this one. 


We are not so optimistic, however, regarding the steady loss of our individual 
freedoms and the eventual state of our national economy. We must do all that we can 
to assure that only necessary controls are imposed and that these are taken off 
when peace is restored. We should demand that credit be rigidly controlled, that 
taxes be increased and that nonessential government expenditures be cut out. 


Nearly all major aspects of our defense program are going to affect the real 
estate business. The building industry will soon feel the effects of credit controls 
much more drastically than it has so far. Material shortages will strike even hard- 
er. Mortgage lenders will see the level of lending drop slowly from its postwar 
peak. Real estate sales, already moving down, will fall even further. 


As the delayed action of credit controls and the quick crippling of material 
shortages move through the real estate business their effects will be partially 
offset by inflation and fear of inflation. Real estate values, particularly the values 
of “credit-free ” (unrestricted credit) properties will move up. A rather large 
number of people will come into the market seeking a hedge against inflation. 
Others, convinced that prices are going up, will enter the market before prices go 
too high or before credit terms become even tougher. Builders and mortgage lend+ 
ers will receive additional help from the passage of the new Defense Housing Act, 
which will authorize 90% FHA loans in those areas where the President feels that 
there is a need or impending need for defense housing. 


The charts on the following pages show the trends in real estate activity, mort- 
gage activity and residential construction activity in the 7 major geographic re- 
gions of the country. The dark blue areas show the periods of boom and depression 
in real estate activity. The dotted line represents the national average. It is thus 
possible to compare each region’s real estate activity with the national average. 
As most of you know, real estate activity is plotted on the basis of “above or be- 
low normal.” The blue lines show the average (per month) number of new dwelling 
units started per 10,000 nonfarm families. This information is not on an “above or 
below normal” basis, and has nothing to do with the real estate activity index. The 
red lines show mortgage activity, also on the basis of “so many per 10, 000 families. ” 
The scales for both. of these lines are at the right. 33 
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NEW ENGLAND, MIDDLE ATLANTIC REGION 


Real estate activity in this region has followed the national average fairly closely. 
Its peak of 90 points above normal reached in mid-1946 coincides pretty well with 
the national average, which peaked at 86 points above normal in May 1946. Its 
present level is about the same as the national. 


Since this region has not had the rampant construction activity found in newer 
sections of the country, its real estate activity should be relatively more stable. 
in other words, it will probably drop a good deal slower than will real estate ac- 
tivity on the West Coast or in the Southwest. 


We feel that the mortgage activity line on this chart deserves some explanation. 
In the early period of the chart complete mortgage figures on Philadelphia and Man- 
hattan Island were unavailable. Mortgage data on these two cities are included dur- 
ing the later period. Since the mortgage line represents the number of mortgages 
per 10,000 families, the inclusion of these two highly populous cities with rela- 
tively few mortgages makes the line lower in this region than in others. One reason 
that few mortgages are filed in Manhattan is because of the great number of multifam- 
ily buildings which require only one mortgage for a large number of dwelling units. 


One of the main reasons we believe real estate activity will be more stable in this 
region than in others is because new construction has not played so important a part 


in boosting real estate activity as it has in other sections. Therefore, a shrinkage 
will not affect the total so much. 
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REAL ESTATE TRENDS IN SOUTH REGION 
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SOUTH REGION 


Real estate activity in this region followed the national pattern closely during 
the first few years of the present boom. However, the recovery which began in June 
1949 carried higher than did the national index. There are many cities in this re- 
gion that lack the inherent stability of the older New England and Middle Atlantic Re- 
gion; therefore, some of them may suffer some rather sharp drops in activity. On 
the other hand, Washington, D. C., and its surrounding area will probably experience 
a slower decline than the remainder of the region as various war agencies bring in 
more workers. Some of the Florida cities could be ripe for another speculative 
boom. As far as the region itself is concerned, there may be some rather sharp 
changes. In the recent past whatever has happened has been pretty drastic. 


Mortgage activity has been excellent, rising to 125 per 10,000 families. Since 
October 12, however, it has dropped more than 20% to its present level of slightly 
less than 100. Further drops are undoubtedly in prospect. 


A region as big as this one is bound to have wide variations in the construction 
rate of its different cities. Residential construction has boomed tremendously in 
Miami and other Florida cities and,. to a slightly less extent, in Atlanta; Mobile, 
Montgomery; Jackson; Charleston, West Virginia; Birmingham; and Greensboro and 
Charlotte, North Carolina. On the other extreme there is Charleston, South Caro- 
lina, where construction has been barely creeping along. Louisville, Nashville, 
Knoxville and Wheeling have been rather unspectacular in their rate of residential 
construction. 
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EAST CENTRAL REGION 


Real estate recovery in this region has been spectacular. Swiftly rising sales 
volume in the big industrial cities of Detroit, Cleveland, Chicago and Milwaukee led 
the region to the second highest peak in its history. Drops in this region might be 
rather extreme, but note the level they start from. It’s been pretty plush for a long 
time and the really lean days are still some distance away. ‘ 


The mortgage activity line seems somewhat awry until you look more closely 
at the scale (the red one on the right). In the mid-twenties it rose to an all-time 
peak of about 200 mortgages per 10,000 families. Then it slid jaggedly on down to 
about 12 mortgages per 10, 000 in the doldrums of the thirties. Its postwar peak was 
85 per 10,000 families, and since October 12, 1950, it has slipped to 75. The dif- 
ference between 200 at the peak in the twenties and 85 at the pre-Regulation X peak 
fades to insignificance when you remember the considerable number of second and 
third (and fourth and fifth) mortgages in the twenties. The short-term loans of that 
day also brought on frequent refinancing. Today the rule (and there are some excep- 
tions) is one mortgage and no refinancing. 


The residential construction rate in this region has been a good bit behind the 
fast pace set by the country as a whole. Some of the cities of this region, however, 
have been well above the national average. Detroit, Grand Rapids, Akron, Colum- 
bus, Madison and Milwaukee have been outstanding. Cleveland has been about 


average, and Chicago, Terre Haute, Springfield (Ohio), and Toledo have lagged 
behind. 
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WEST CENTRAL REGION 


Judged by most of the other regions and by the national average, real estate 
recovery in the West Central Region has been rather mild. This is not meant ina 
derogatory way, because any recovery such as this region has experienced is good. 
It simply hasn’t been as wild as in some other sections. Although we do not expect 
a great deal of migration compared to the early forties, that which does take place 
may be toward the center of the country in order to minimize the risk of bombing 
attack. Any movement of this kind will be of help to real estate activity in the West 
Central Region. However, our guess for 1951 is for a slow decline. 


Mortgage activity in this region started down in September, and at the end of the 
year was only about 6% below the August level. 


It is rather interesting to notice the recovery that took place in mortgage activity 
during the early days of the HOLC. (This is apparent in all regions.) The steep rise 
that took place during 1934 is an indication of the enormous amount of refinancing that 
went on. (Certainly very little of this rise was attributable to real estate sales.) 


Residential construction activity was particularly good during 1950. The leading 
cities were Wichita, St. Louis, Kansas City, Des Moines, Lincoln, Waterloo and 
Springfield (Mo.). While residential construction boomed vigorously in these cities, 
Omaha and the St. Paul-Minneapolis Area were just about average. The residential 
construction rate in the tri-cities of Davenport-Rock Island-Moline and in Duluth and 
St. Joseph (Mo.) was definitely below average. 
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SOUTHWEST REGION 


It is a little difficult to write about real estate trends in this region. They have 
reached such superlative heights that words hardly do them justice. In 1946 real 
estate activity in the Southwest rose higher than it has been in any other region in 
the past 50 years. Its recovery period in 1947 carried almost as high and the most 
recent recovery, which began in the middle of 1949, rose to an all-time peak in the 
fall of 1950. There has never been a boom of such intensity and duration. 


Lenders to whom we have talked tell us that they believe Regulation X and the 
FHA-VA restrictions will not have much effect on the real estate business in this 
region. The implication is that Southwest buyers have been financing their home 
purchases as a matter of convenience rather than necessity. This may or may not 


be true, but the increasing shortage of building materials is certain to knock a lot 
of the top out of this boom. 


Mortgage activity has also had a tremendous increase. It is almost five times 
as high as it was at the end of the war. New residential construction has also 
broken all records. The construction rate in nearly every city is so far ahead 
of the national average that it is not worth while to even compare them. (See 
Roy Wenzlick & Co. Construction Bulletin, Number 59, December 22, 1950.) 


Undoubtedly all three of these segments of the real estate business are going to 
show some pretty drastic drops in this region, but they can fall a long way before 
they get down on a level with the rest of the country. 
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MOUNTAIN REGION 


If you study the charts on the Southwest Region too long, all the other regions 
will look bad. For example, the rather gentlemanly recovery period enjoyed by the 
Mountain Region seems skimpy when compared with the riotous boom in the South- 
west. In the late forties its real estate activity went higher and fell further than it 
did in most regions. However, it has had 18 months of good steady real estate re- 
covery, not spectacular (by Texas standards), but certainly nothing to sneer at. 


Apparently real estate activity in Denver is more vulnerable to credit restric- 
tions than in most cities. There were approximately 17, 500 real estate transfers in 
Denver during 1950. Preliminary estimates place residential starts at 8350 units 
for 1950. If we assume that these 8350 units are all single-family, and that the 
17, 500 transfers were single-family residences, then almost 50% of the real estate 
activity in Denver County came from new construction. This analysis is not perfect 
because there were some multifamily units in the construction figures (and possibly 
a corresponding number in the transfer figures) and because there were undoubtedly 
some commercial, industrial and business properties as well as ‘vacant lots in- 
cluded in the transfer figures. A similar analysis of Salt Lake City, however, 
shows that the real estate activity in that city drew less than 19% of its volume from 
new construction. 


Before October 12, mortgage activity was very strong. Since then it has slumped. 
In Denver about 44% of the mortgage business came from new construction, while in 
Salt Lake City this figure was 18%. 
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This region was the only one where real estate activity dropped below normal 
during the decline from the 1946 peak. It dipped briefly below the normal line 
in mid-1949. Since then its recovery has been a little on the sluggish side (it failed 
by almost 20 points to keep pace with the national average), and it has dropped about 
3% since October 12. The credit restrictions are apparently going to havea 
drastic effect in this region, particularly in Los Angeles. One of the big mort- 
gage lending organizations recently surveyed its 1950 loans in the Los Angeles 
Area. It found that 80% of its VA loans in the $9, 000-$10, 000 bracket and 85% 
of its FHA loans in the same bracket could not have been made under the present 
restrictions. 


This is an extreme condition and in no way reflects the general effect of VA-FHA 
restrictions in other price brackets or in all sections of the country. It does indi- 
cate, however, that the Los Angeles Area may suffer more acutely from credit 
restrictions than other areas. Mortgage activity has been very good in this region 
and is still close to its postwar peak. 


As we all know, residential construction has been sailing along at a tremen- 
dous clip. This is especially true of the Los Angeles Area. Since 1946 the 11 ma- 
jor cities of the Western Region have started 528, 600 nonfarm residential units. 
Of this total, 360,000, or nearly 70%, have been started in the Los Angeles Area. 
This staggering total is also more than was started in the combined areas of Greater 
New York and Philadelphia. 
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